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Current Developments in 
United Kingdom Auditing Research 
David R. Gwilliam 
The University College of Wales, Aberystwyth 
A recent American academic visitor to the U.K., Raymond Johnson, wrote 
on more than one occasion (e.g., 1983) that "auditing research in the U.K. has 
been minimal" and further observed that the research that has taken place has 
concentrated on broad issues (e.g., the value of the external audit function, the 
extension of the auditor's role to include wider issues of efficiency and social 
accountability, etc.) to the virtual exclusion of consideration of the actual audit 
process. This orientation he considered to be one-sided and something of an 
obstacle to the development of worthwhile U.K. research. 
This view is widely shared among U.K. academic accountants and, indeed, 
is one with which I have much sympathy. The purpose, therefore, of this paper 
is four-fold: 
• To identify what auditing research has recently been carried out or is 
currently in progress in the U.K. 
• To consider why there has been relatively little auditing research in 
the U.K. 
• To consider to what extent the auditing research work carried out in 
the U.S. is directly applicable to the U.K. situation. 
• To consider where developments in U.K. research effort may be of 
most benefit both for the U.K. 's own needs and in complementing 
the work of U.S. researchers. 
Current Research Activity 
Appendix 1 details the results of a recent survey of U.K. universities and 
polytechnics designed to establish the level of interest in auditing research and 
to ascertain current and recent research interests. Appendix 2 lists recent 
work published in Accounting & Business Research and in Accounting, 
Organizations and Society, the principal U.K. academic journals containing audit 
research. 
Although the survey and journal review show that there is a certain degree 
of interest in auditing research (rather more in Scotland than the rest of the 
U.K.) and some projects have been completed, the overall impression is one of 
an academic accounting community for whom auditing is considered to be 
something of a sideline. The findings also bear out, with one or two exceptions, 
Johnson's contention that academic interest focuses on wide questions of the 
auditor's professional and social function rather than on more practical 
questions of identifying and improving suitable audit techniques. 
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The bulk of academic research in the U.K. is funded by the government via 
quasi autonomous research councils. The council concerned with the social 
sciences (the ESRC)* has shown some interest in auditing and acted as 
cosponsor (with Deloitte, Haskins + Sells) of a conference entitled "Auditing 
Research: Issues and Opportunities," the proceedings of which have been 
published (Hopwood et al, 1982). Apart from this activity, however, there has 
been no funding for any specific auditing projects in recent years. 
The U.K. academic establishment does not, of course, have a monopoly on 
research skills and interests. The large U.K. auditing firms have sufficient 
resources in terms of finance and personnel to carry out their own "in-house" 
research programs. Indeed, they may prefer to do their own studies when they 
perceive the possibility of commercial benefits deriving from advances in audit 
methods and techniques. Alternatively, they may undertake collaborative 
research under the aegis of the professional organizations in the U.K. such as 
the ICAEW or the CCAB. 
The question of the extent of research by U.K. professional firms was 
addressed in a series of discussions with the technical and technical develop-
ment partners and staff of the U.K. offices of large international firms (Gwilliam 
and Macve, 1982). (The specific views of one particular technical partner are 
also noted below.) To summarize, although the firms have an active interest in 
keeping abreast of the changing legal, commercial, and technical (particularly 
computing) environment within which they and their clients work—and are also 
seeking workable improvements to every day audit techniques (e.g., sample 
selection, internal control decisions, and methods of obtaining audit evidence 
such as analytical review)—they are carrying out little that could be described 
as "pure" or even "applied" research in these fields. Indeed they rather 
object to the use of the word "research" to describe their activity. 
The professional firms show even less interest in what they see as general 
and rather hypothetical questions as to the optimum level of the external audit 
function, being largely content to operate within the existing statutory 
framework (which in the U.K. requires all active registered companies to be 
audited annually). As to possible extensions to the audit role, their outlook is 
again strictly practical. Some interest is shown in the concepts of "efficiency" 
and "value for money'' auditing, but only in relation to the perceived expansion 
of the market for public sector, in particular local authority (i.e., local 
government) audits. (Currently, the great majority of these audits are carried 
out by "district auditors" who are central government employees. The 
present Conservative government is encouraging local authorities to appoint 
private sector auditors, and a number of them have now done so.) 
Auditing is, to be sure, an activity where it is difficult to secure for any 
length of time any commercial advantage derived from improved techniques 
and methods of operation. The free flow of personnel between firms, the 
review of working papers of other auditors, etc. make the retention of any 
benefit within one firm virtually impossible. This characteristic may act as a 
disincentive to research by individual firms but may encourage collaborative 
research projects, e.g., via the collective professional body which, for the sake 
of clarity, if not strict accuracy, I shall refer to as the ICAEW. The ICAEW, 
* See Appendix 3 for the full names of organizations given in acronym form. 
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which acts as the representative of the profession, might also be expected to 
be more interested in wider topics, e.g., the need to demonstrate to other 
sectors of the business community the benefits derived from audit or, say, to 
explore questions of auditor independence. 
The professional body has, in fact, recognized a need for research in 
auditing, and a number of projects have been commissioned. The Auditing 
Practices Committee (APC) (effectively—although not constitutionally—a sub-
committee of the ICAEW), which is primarily responsible for developing 
auditing standards and guidelines, has already sponsored projects on: 
• Statistical Sampling T. McRae 
(completed and published [1982]) 
• Analytical Review C. Westwick 
(completed and published [1981]) 
• Fraud D. Flint 
(report recently submitted) 
• Materiality J. Shaw and T.A. Lee 
(report recently submitted) 
Westwick is a former technical director of the ICAEW and is now with Arthur 
Andersen; the other four are academics, but both Flint and Shaw have been 
presidents of the Institute of Chartered Accountants of Scotland and Lee is its 
(part-time) research director. Following the appointment of Professor Bryan 
Carsberg as its part-time director of research, the ICAEW published a 
"Programme for Research" (Accountancy, May 1982) which includes certain 
specific auditing topics: 
• Guidelines for decisions in auditing. 
• The auditor's duty in relation to bribery. 
• The purpose and scope of the audit of a small company. 
• Judgmental sampling, statistical sampling, and audit scope. 
• Value for money auditing. 
A project on the last of these areas has recently been completed by J. Glynn at 
the University of Exeter. 
The ICAEW has also sponsored a survey of audit research which I am 
presently carrying out with Richard Macve at Aberystwyth. This survey is 
primarily a literature review covering the major U.K., U.S., and Australian 
research journals, together with a number of other sources, e.g., conferences 
and symposia, and the findings should be published later this year. Another 
ICAEW project with important auditing implications is that of Bhaskar and 
Williams at the University of East Anglia investigating the impact of micro-
processors on the work of small firms. This study has recently been 
completed. The ICAEW's growing interest in encouraging more research in 
auditing is also illustrated by its recent sponsorship of a conference on this 
theme at Manchester University. 
Overall then, the extent of U.K. auditing research, if not "minimal," has 
certainly been limited (e.g., of more than 20 articles published on "auditing" 
topics (broadly defined) in Accounting, Organizations and Society, all but two 
have been written by academics from North America, Israel, and Australia). 
There have been recent signs of a greater awareness of, and interest in, 
auditing research, but this has not yet been translated into an output of 
published work which remotely compares with that in North America. 
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Why Has There Been So Little U.K. Auditing Research? 
The first and most obvious reason is the relative lack of numbers of 
academic researchers within the U.K. There are approximately 300 U.K. 
academic accountants within universities (there are more in polytechnics, but 
the great majority of research takes place within the university sector). This 
figure compares with an estimate of approximately 5,800 academic accountants 
in the U.S. (Steele, 1983). The U.K. university accounting departments are 
recent in origin; until the 1950s, there was only one full-time chair of 
accounting (at the L.S.E.) in the U.K. Consequently, the opportunity for 
completed research has been limited until recently. 
The U.K. academic approach to accounting research has looked for its 
theoretical underpinning mainly to economics (Wells, 1983), but only recently 
has there been much in the way of a formal and coherent economic theory from 
which to appraise and evaluate the audit process. However, the development 
of "agency theory" and its application by U.S. researchers to auditing (e.g., 
Ng, 1978; Ng & Stoeckenius, 1979; DeAngelo, 1981; Chow, 1982) may now 
stimulate more intellectual interest in the U.K. 
It may also be a fact that the U.K. academic accountants are not so 
research oriented as those in the U.S. For example, only 15 percent of U.K. 
academic accountants hold doctoral degrees as compared with approximately 
45 percent in the U.S. (Steele, 1983). Although one needs to allow for 
differences between the two countries in university and professional examina-
tion structure, still the disparity is striking, and the conclusion that most U.K. 
academics have been less well trained in research methodology (particularly 
quantitative empirical methodology) than their U.S. counterparts seems 
inevitable. Just as U.K. academics have tackled relatively little quantitative 
accounting research of the "efficient market" type (Peasnell, 1981), so have 
they done little on the more quantitative theoretical or empirical topics in 
auditing research, e.g., statistical sampling, analytical review, and the effect on 
market prices of audit qualifications. 
As part of our survey of academic research interests (Appendix 1), we 
inquired as to whether respondents agreed that auditing was relatively under 
researched in the U.K. and, if so, why this was the case. The great majority of 
respondents agreed with the proposition that auditing was under researched in 
the U.K. and advanced a number of reasons, including lack of funding, the 
absence of "glamour" of the subject vis-a-vis other accounting questions, and 
also the status of many U.K. academic accountants who, as "unsuccessful 
refugees" from a professional world dominated by routine and mundane 
auditing, adversely perceive the benefits of auditing. Again, it would be unwise 
to take this argument too far, but it is true that the majority of U.K. academic 
accountants have worked in professional practice (approximately two thirds 
hold professional qualifications) and also that the majority of these left the 
auditing profession fairly soon after qualification. 
Most U.K. financial accounting research has concentrated on aspects of 
how to report the activities of a business entity and how such information is 
used by investors and other interested parties in their decision processes 
rather than on the processes by which the credibility of such information is 
attested to. In particular, the question of how best to provide useful 
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information during a period of rapidly changing prices has been the focal point of 
much of the research. That focus is not surprising since in the 10 years January 
1972 to January 1982, the U.K. index of retail prices increased nearly fourfold 
from 83 to 311. In one very real sense then, auditing research has been 
squeezed by the need for research in other areas seen as having overriding 
priority. 
Academic interests and perceptions may change for a number of reasons. 
One of the most important causes is purely economic: the availability of funds 
to enable major research projects to take place. To an outside observer, the 
U.S. appears to be amply endowed with funds for auditing research projects, 
much as London must have appeared to be paved with gold to the medieval 
English countryman. In the U.S., not only is there Peat Marwick Mitchell's 
ROA program (which is well into the second million dollars of financial support 
for auditing projects), but there are also doctoral and other programs 
supported by large firms and a generous supply of funds for colloquia, 
symposia, and ad hoc projects available from accounting firms, large and small. 
Contrast this with the situation in the U.K. Steele (1983) reviewed a four-
year period of ESRC grants running from October 1979 and concluded that, 
whereas approximately £150,000 of public money went into accounting 
projects, not a single project in the area of auditing could be identified. The 
Programme for Research of the ICAEW is being run on a shoestring budget 
with only about £40,000 per annum with which to cover the whole range of 
accounting research relevant to the profession. Much of this total has been 
devoted to the priority area of the inflation accounting debate, which despite, 
or because of, recently reduced levels of inflation, is still a matter of 
considerable controversy. 
Direct sponsorship from the professional firms is equally rare. There are 
isolated examples, e.g., Professor Skerratt at Durham University has carried 
out a study for Spicer and Pegler on the application of Bayesian methods to 
auditing, and Arthur Young McClelland Moores sponsor the research fellow-
ship at Southampton which has recently been filled by Raymond Johnson of 
Portland State University (although the fellowship is not restricted to those 
intending to carry out auditing research). However, overall the attitude of the 
professional firms was admirably summed up by Graham Stacy, Price Water-
house's national technical partner, who in his paper at the above-mentioned 
Deloittes/SSRC conference (Hopwood et al, 1982) identified the auditing 
research needs of the professional firms as follows: 
'The audit research needs of a professional firm can, I suggest, be 
grouped under three broad headings: 
1) the need to establish and maintain existing standards, 
2) the need to adapt to the external changes which affect its 
clients, and, 
3) the need to keep up with, and develop new audit techniques.' 
Stacy is of the opinion that for a professional firm these needs can be satisfied 
almost entirely from its own resources and, for a variety of reasons (familiarity 
with specific firm procedures, applicability to "real-world" auditing, and 
competitive confidentiality), he believes that most firms do indeed prefer to 
carry out their own research. 
The reluctance of U.K. professional firms to provide academic researchers 
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access to "real" audit data (including audit working papers) has, in itself, been 
an obstacle to the development of U.K. auditing research. Traditionally, 
barriers to third parties gaining access to actual audit data derive from the 
desire of the firm to protect the confidentiality of its relationship with its client. 
There may also be a "defensive" aspect to this reluctance to release working 
papers, i.e., a wish not to expose too widely auditing practices which might be 
at odds with those prescribed in the firm's audit manual and/or by professional 
standards. In the U.S. in recent years, there does appear to have been a 
degree of relaxation of this stance and, increasingly, research papers are being 
published based on access to real data, such as about the detection and 
treatment of matters requiring audit adjustments, the investigation of actual 
error characteristics in audit populations etc. 
Why then is the situation different in the U.S. where the professional firms 
do dispose of considerable sums for the support of academic auditing research 
and may also provide additional support in terms of access to personnel, data, 
and introductions to clients? Presumably, the question is one of costs and 
benefits. The perceived benefits (benefits which may have only a tenuous 
connection with the results of the research) may be greater, and the cost 
structures may be different, e.g., it may be cheaper for U.S. firms to employ 
external rather than internal researchers. 
With regard to the benefits, the interest of large U.S. accounting firms in 
auditing research may be conditioned as much by factors such as recruitment, 
image, and publicity as by any expected return from the results of the research 
work carried out. Particularly with regard to recruitment, the structures of the 
U.K. and U.S. university and professional training differ in a way suggesting 
that the U.S. professional firms have more to lose by not having a "high 
profile" on campus. One cost-effective means by which to achieve the desired 
profile may be to sponsor research activities by university teachers with the 
incidental expectation of some usable results. In contrast, while a graduate 
qualification is normal (although not necessary) to train and qualify as an 
accountant in the U.K. , the majority of graduates recruited will not have 
studied any accounting topics in their degree course. The impact of any 
university support by firms on recruitment is, therefore, likely to be much 
lower. 
External Influence 
Moreover, the 1970s were a period of considerable unease for the U.S. 
auditing profession; indeed, one past president of the AICPA christened them 
"the years of trial" (Olson, 1982). (This is not a universally held view, for 
Burton and Fairfield (1982) consider these years to have been part of a period 
in which "the auditing profession has experienced growing economic pros-
perity in a sheltered environment.") Criticism directed at the profession from 
within the business community and from farther afield following a series of 
spectacular business and audit failures culminated in investigations by Congres-
sional committees and increasingly aggressive action by the SEC. The 
provision of a significant amount of resources (such as the Peat Marwick 
Mitchell ROA Program) to an essentially public-spirited activity such as 
auditing research has helped, no doubt, to restore the public image of the 
profession. 
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It is true that the U.K. also experienced a significant number of major 
corporate failures in the early 1970s, particularly those associated with the 
1973 collapse in property values, and that in a number of these cases 
subsequent Department of Trade investigations asked searching questions as 
to whether suitable audit procedures had been used and appropriate judgments 
made. 
Nevertheless, public reaction against the auditing body as a whole was 
more muted than that in the U.S., and any governmental anxiety was paraded 
far less publicly. Consequently, the U.K. profession may not have seen any 
compelling reason to invest substantial sums in auditing research. 
Similarly, one might surmise that in the U.S. the costs of audit failure in 
terms of litigation and adverse publicity are greater than in the U.K. and that 
the U.S. firms see auditing research as both helping to prevent such failures 
and also as a useful "back-up" should it be necessary to defend in court 
specific procedures such as statistical sampling techniques and analytical 
reviews. 
In-House v Academic Research 
Turning to the relative costs of "in-house" and academic research, it is not 
clear, within the rather limited role for auditing research envisaged by Stacy, 
that academics have any comparative advantage. However, one would antici-
pate that where more rigorous study was necessary, the skills and training of 
academic researchers would allow results with greater validity to be obtained 
at less expense than by the use of in-house personnel with limited recent 
research experience. Nevertheless, U.K. firms may not see sufficient benefits 
to overcome their reluctance to give "outsiders" access to confidential data. 
One reason for this perspective may be that U.K. firms do not have the U.S. 
experience of peer review and are much less used to having nonfirm personnel 
investigating their working practices and methods. 
Finally, one has to allow for the differences in the "culture of giving" 
between U.K. and U.S. business organizations. Not only is the tax treatment 
of charitable (including educational) giving much less favourable in the U.K., 
there is generally a weaker sense of obligation to provide large amounts of 
"good citizen" support. It is interesting to note that in a recent report into the 
funding of the ESRC (Rothschild, 1982) which explored, inter alia, the extent 
to which accounting and business research could be funded by the accounting 
profession, the response of the profession to this suggestion was that 
government funding should continue as such research was of wide social 
importance and the profession had inadequate resources to pay for it (para. 
3.17). 
To summarize, there has been no growth in U.K. auditing research in the 
last decade to match the great expansion of interest that has occurred in the 
U.S. academic community. A lack of numbers, interest, and expertise among 
U.K. researchers has been matched by a lack of tangible support from the 
U.K. profession which has largely remained skeptical of the benefits of 
sponsoring research. There are, however, signs of a change of attitude and 
that interest is now developing. 
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To What Extent Is U.S. Research 
Directly Applicable To The U.K.? 
This question is important for two reasons. First, where the results of the 
U.S. research are directly transferable to the U.K. , then a priori it might be 
sensible for U.K. academics and professional firms to leave such research in 
American hands and to employ their limited resources in other, more profitable 
areas. Second, where the results are not directly transferable, a danger exists 
that U.S. firms may mistakenly "export" approaches and techniques that will 
be ineffective, or inefficient, outside the U.S. context—in such cases, research 
is needed in the U.K. to complement the U.S. work. 
The approach currently being followed in the U.K. , both by the professional 
bodies and by the individual firms, is largely to rely on U.S. work. This posture 
is not limited to auditing but applies also to accounting research and can be 
illustrated by two examples: in the case of the professional bodies, the 
monitoring by the ICAEW of the FASB's conceptual framework project: and, 
in the case of an individual firm, the adoption by Peat Marwick Mitchell in the 
U.K. of the SEADOC method of documenting and evaluating systems of 
internal control. 
With regard to the "conceptual framework," given the need to allocate 
their limited resources to the specific priority of inflation accounting and given, 
in any case, the absolute impossibility of matching or emulating the scale of the 
FASB's financial commitment to its conceptual framework project, the ASC 
commissioned a report (Macve, 1981) which relied heavily upon surveying the 
results as then available of the FASB's work. One does not have to be skeptical 
of the ultimate value of the conceptual framework project to appreciate the 
appeal of a low cost monitoring exercise of this nature. 
The introduction by Peat Marwick Mitchell in the U.K. of SEADOC is a 
good example of the manner in which the major U.K. accounting firms rely 
heavily upon their North American counterparts for the development of new 
audit techniques, e.g., the introduction of standardized audit sampling ap-
proaches, the introduction of methods of documenting and assessing internal 
control, and, perhaps most significantly, the introduction of audit manuals 
intended to be operational on a worldwide basis. 
The manner in which SEADOC was developed, tested, and introduced in 
the U.S. has been reported by Mock and Willingham (1983). SEADOC was 
developed out of research work on the variability of auditors' judgments with 
regard to internal control, with the twin aim of introducing greater consensus in 
such judgments within Peat Marwick Mitchell and of providing a more efficient 
set of procedures for internal control documentation than those in use. 
In such circumstances, an important question arises: To what extent is it 
necessary for U.K. firms to test and validate the conclusions of U.S. research 
in U.K. conditions? Indeed, this question is especially pertinent because it is 
not always clear whether such "imports" primarily benefit the U.K. firm 
(which can take advantage of the development costs incurred in the U.S.) or 
whether the changes in audit procedures and techniques in the U.K. are 
instigated by U.S. firms so as to ensure 1) compliance with U.S. auditing 
standards, SEC requirements, etc. for multinational companies and 2) also to 
obtain the benefits deriving from standardized procedures of quality control and 
freer movement of staff between countries. 
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As far as I am aware, no research has specifically addressed the issue, but 
it is important to ask what differences there may be between the U.K. and the 
U.S. auditing environments. 
The similarities are perhaps more obvious than the differences. Both 
economies are "mixed" in the sense of having significant private and public 
sectors operating alongside each other, albeit in rather differing proportions. 
As well, both economies are developed in the sense of having an advanced 
industrial base and a sophisticated financial community, although again the U.S. 
has a much greater GNP both absolutely and proportional to population. 
The development of multinational companies and, in particular, of U.S. 
subsidiaries operating in the U.K. together with the relatively free flow of 
capital between the two countries has helped to preserve the basic similarities 
of the systems of financial accounting and reporting in the two countries and the 
evolution of largely compatible sets of accounting and auditing standards. 
Within the profession itself, the leading firms in North America are closely 
identified with the leading firms in the U.K. Although, as noted above, there 
are differences in recruitment and training policies, these may be diminishing as 
the leading U.K. firms now almost exclusively recruit graduates, of whom a 
steadily increasing proportion have accounting degrees. Communication be-
tween offices and the transfer of personnel is greatly eased by the common 
language. 
Differences in Perceived Professional Responsibility 
In terms of general attitudes towards business and business ethics, there 
may be relevant differences, whether due to historical or other reasons. One 
interesting question is whether U.S. auditors are expected to carry out their 
duties of investor and creditor protection more rigorously than their U.K. 
counterparts because of differences in the legal framework within which the 
auditing profession operates. To take one example, to what extent is 
compliance with professional standards a sufficient defense against allegations 
of auditor negligence? In the (U.S.) Bar Chris case in 1968, the court stated: 
"Accountants should not be held to a higher standard than that recognized in 
their profession." 
However, in the case of U.S. v Simon in 1969, a criminal liability case, the 
judge stated that proof of compliance with generally accepted standards was 
"evidence which may be very persuasive but not necessarily conclusive that he 
acted in good faith, and that the facts as certified were not materially false or 
misleading" (see, e.g., Arens & Loebbecke, 1980). 
It seems unlikely that such a decision would be reached in the U.K. In the 
case of the Royal Mail in 1931 (see, e.g., Hastings, 1949), the auditor, a 
partner in Price Waterhouse, was acquitted of criminal charges in relation to 
the use by the client, a major shipping company, of "secret reserve 
accounting" (specifically the release of redundant provisions against excess 
wartime taxes) which gave a misleading picture of the trading results. A major 
part of the defense case was the fact that such practices were commonplace 
and accepted by the profession. 
Much more recently, the ASC obtained a written opinion from legal counsel 
on the meaning of "true and fair" (Accountancy, November 1983). U.K. audit 
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reports have to confirm that the accounts give a true and fair view of financial 
position and results, rather as U.S. reports confirm "fair presentation." The 
legal opinion was that "true and fair" in the eyes of the law is still essentially 
defined for practical purposes by the accounting standards that are generally 
accepted by the profession. One would expect, therefore, that a similar 
attitude would be taken in regard to the role of the auditing standards in the 
U.K. in setting out what may reasonably be expected of an auditor. 
Apart from the question of whether compliance with professional standards 
is sufficient to establish that the auditor has taken due skill and care in forming 
his opinion, there is the question of whether these standards differ between the 
U.S. and the U.K. It may be that the specific requirements in terms of the 
codified auditing standards, together with more stringent interpretations by the 
courts, suggest a requirement for a higher level of skill and care in the U.S. 
than in the U.K. For example, for many years the U.K. professional bodies 
lagged behind those in the U.S. in making audit procedures, such as attendance 
at stocktaking, normal audit requirements. More generally, as noted above, 
audit "failures" which might have aroused not only significant public concern in 
the U.S. but also action by private investors and/or regulatory bodies against 
the auditors appear to have been more readily condoned, if not accepted, in the 
U.K. 
Because of the very small number of recently decided U.K. cases 
concerning auditor negligence, it is not easy to provide evidence to support the 
assertion that a less exacting standard of skill and care is expected of the 
auditor in the U.K. However, my surmise is that on the facts of the 
"Hochfelder" case (Schnepper, 1977) a U.K. auditing firm would not have 
been found negligent regardless of considerations as to whether a duty of care 
was owed to the plaintiffs (although the recent Australian case Simonius 
Vischer [Davison, 1982] appears to imply a similar need to identify internal 
control weaknesses). 
While U.K. courts might take a narrower view of what the auditor's duties 
entail in relation to the formulation of an opinion, they probably take a wider 
view as to whom these duties might be owed. In the New Zealand case of Scott 
v Macfarlane in 1979 (Davison, 1982) and the U.K. cases of Jeb Fastners in 
1981 and of Twomax in 1982 (Keenan, 1983), the courts found there to be a 
duty of care to third parties who invested in the company on the strength of the 
audited financial statements, even though those parties were unknown to the 
auditor at the time of the audit. 
Institutional Differences 
Apart from legal differences, institutional differences exist between the 
U.K. and the U.S. Whereas it is probably true that overall the government 
intervenes more in the U.K. than in the U.S. economy, in the particular case of 
accounting and auditing, intervention is less in the U.K. The U.K. has no 
regulatory body with powers or influence comparable to that of the SEC. To 
take one example, the U.K. profession was largely free of the pressures 
generated in the U.S. by the passage of the 1977 Foreign Corrupt Practices 
Act with the attendant suggestion, at the behest of the SEC, that there should 
be increased auditor responsibility for reporting on whether clients' internal 
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control systems were sufficiently strong to highlight such improprieties 
(Staats, 1981). 
Standard setting in the U.K. is still solely within the province of the 
professional bodies. Consequently, requirements for auditor independence, or 
its appearance, are less detailed than in the U.S. No provisions for peer 
review, mandatory or otherwise, exist; indeed, there have been no such 
reviews in the U.K., and discussions with professional firms elicited consider-
able antipathy to the idea. 
The absence of direct government intervention and influence on the 
workings of the U.K. accounting and auditing profession may well mean that 
there is correspondingly less impetus to develop standards that are acceptable 
throughout the profession or for the profession publicly to justify its perfor-
mance. 
Also, a number of specific practical differences in the audit environment are 
pertinent. To take some examples: 
• Even large listed U.K. companies do not have to publish quarterly 
figures, and U.K. auditors do not have to associate themselves in any 
manner with interim data. 
• The U.K. statutory external audit requirement covers all active 
limited companies, small or large. 
• Partly because of the more extensive audit requirement, the range of 
accounting systems encountered may be wider, e.g., more diverse 
computer hardware and software and, in particular, greater use of 
micro-computers. 
• U.K. auditors are accustomed to giving opinions on "current cost" 
accounts and, in certain circumstances, on profit forecasts. 
These environmental differences may render certain results and findings of 
U.S. research inappropriate in the U.K. For example, U.S. data related to such 
issues as materiality levels, duties in connection with internal control, and 
management impropriety might lead to uncompetitive "over auditing" if U.K. 
courts are less disposed to support allegations of negligence. Conversely, U.K. 
auditors may have to pay greater attention to the possible use of accounts by 
third parties. On a much more practical level, the use of regression packages 
for analytical review techniques may not be possible or efficient if detailed 
quarterly and monthly data are not available. 
One well known example of significant differences in the findings of similar 
research carried out in both the U.K. and the U.S. is that of the effect of audit 
qualifications on security market prices. Benston (1981) notes that "[s]tudies 
with U.S., Australian and U.K. data reveal that auditors' qualifications and 
exceptions generally do not appear to provide investors with information, with 
the exception of one study of U.K. companies." 
The study in question, that of Firth (1978)—to date the only empirical U.K. 
study of this topic—found there to be an instantaneous day-of-the-announce-
ment adverse price reaction to qualifications of a more serious nature, whereas 
other studies essentially found either no reaction (Baskin, 1972; Ball, Walker 
and Whittred, 1979) or that any reaction had been entirely subsumed by the 
market prior to the qualification announcement (Davis, 1982). (It should be 
noted, however, that the results obtained by Chow and Rice [1982] were more 
akin to those of Firth.) Further research is needed to establish whether this 
result reflects genuine differences in circumstances and perceptions (e.g., that 
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U.K. financial markets, despite their extreme concentration, are less efficient 
at acquiring and absorbing price sensitive information than those in other 
countries), or whether the result is explicable in terms of differing meth-
odologies between the various studies. 
U.K. Research: Needs and Future Directions 
I shall approach the question of future U.K. research needs in terms of 
three different sections or "steps." The first step is the need to translate, 
absorb, and, in one sense, catch up with the very considerable scope of U.S. 
research work already carried out. The second step is to "fill-in" those areas 
of U.S. research which need to be adapted to specific U.K. conditions. The 
third step is to identify those topics and related questions which are of greater 
interest in the U.K. than the U.S. and, accordingly, to develop appropriate 
U.K. research work. 
Translation of Existing Research 
The principal current activity in this area is my survey, carried out on behalf 
of the ICAEW and now nearly completed, of recently published and current 
auditing research. This survey is primarily in the nature of a literature review 
(including a bibliography) covering research published in the U.K., North 
America, and Australasia, but it also includes reports of discussions with those 
U.K. professional and academic accountants with an interest in auditing 
research. It is intended to be a useful reference for researchers, sponsoring 
bodies, and practicing firms. 
To attempt to summarize the extensive and wide ranging literature on 
auditing research is, however, an onerous task. Not only is the scale of the 
research work that has been carried out very large, it is also diverse in both 
content and methodology, and, in some instances, e.g., the research into 
statistical sampling, very technical in nature. In other instances, distilling 
practical implications is very difficult, especially where one suspects research 
to be proceeding along the lines of "solutions looking for problems" rather 
than vice versa. It is not, perhaps, surprising that the intention to include 
sectional summaries in the American Accounting Association's bibliography of 
auditing research has been abandoned. 
Nevertheless, we believe that producing such a survey is a worthwhile 
effort and, in particular, that it will be a valuable exercise in communication to 
accounting practitioners and professional bodies. If academic research in 
auditing is to have significant impact upon professional firms and practitioners, 
it needs to be communicated in a manner and language to which they are 
accustomed even if this "translation" requires some sacrifice of academic 
rigor. The communication gap is probably even wider in the U.K. than in the 
U.S., for the average senior practitioner has far less acquaintance with 
academic theory and the methodology of accounting and auditing research than 
his counterpart in the U.S. As yet in the U.K. , there are no research journals in 
either accounting or auditing including on a regular basis contributions from 
both practitioners and academics such as Auditing: A Journal of Practice & 
Theory. 
In covering what is primarily U.S. research work from an essentially 
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transatlantic viewpoint, our survey may have incidental benefits in terms of 
highlighting certain areas of U.S. research where positive results have not yet 
been achieved or where continued research is necessary to turn these results 
into practical applications. To take two examples: 
• Obtaining audit evidence by means of debtors and creditors circular-
izations: 
In the 1970s, a number of U.S. research studies (e.g., Sauls 
[1972], Hubbard & Bullington [1972], Warren [1974], Kinney and 
Warren [1979]), investigated whether debtor and creditor circulariza-
tions produced reliable audit evidence and also which of the various 
types of confirmation (positive, negative, or blank) were most cost 
effective in gathering such evidence. Sorkin [1979] added an "ex-
panded field" (essentially a multiple choice) type of confirmation. 
This type of research is essentially practical in nature and, therefore, 
of great interest to practitioners and audit standard setters. How-
ever, before accepting unreservedly the apparent implications of 
these studies (e.g., that of Kinney and Warren [1979] that, given 
certain assumptions, negative circularizations are most cost effec-
tive), practitioners would probably like to see further work carried 
out to ensure that the costs of the various methods of circularization 
and attendant follow-up work are in fact realistic and, also, to ensure 
that the attributed costs of wrongly rejecting an accounts receivable 
total that, in fact, contains no material error and those of accepting a 
materially erroneous figure are related to those pertaining in prac-
tice. Similarly, with regard to the improvements in response and 
accuracy rates reported by Sorkin (1979) derived from the use of 
"expanded field" circularizations, one would like further evidence on 
how far the improvements are sustainable or are occasioned by the 
novelty of the format to the respondents. 
The studies also need to be further extended beyond their 
present concentration on financial institutions and on quite small 
personal balances "seeded" with errors of 10 percent or less. To 
generalize the results to a wider range of audit conditions, it would be 
desirable to examine circularizations in the context of manufacturing 
and commercial organizations with large corporate debtors and 
creditors (one immediate difference being the absence of direct 
financial involvement of the respondent). It is interesting to note that 
one study (Hubbard & Bullington, 1972) with a proportion of 
corporate debtors suggested that both the response rate and the 
accuracy of the response differed between corporate and individual 
debtors, although the relatively small number of corporate debtors in 
the sample prevents much reliance being placed upon this finding. 
• Audit techniques for detecting management fraud: 
This is another area of considerable practical interest, and one 
which has been the subject of at least two major studies in recent 
years, e.g., those of Albrecht et al (1980) and of Sorensen et al. 
(1983). These studies have been painstakingly thorough: Albrecht et 
al reviewed over 1500 literature sources and also wrote to over 400 
prisons as well as to every state and federal probation and parole 
department in the U.S. and Canada. Both studies make use of the 
idea of "red flags" as indicators to the auditors of possible manage-
ment impropriety (auditors have traditionally used "red flags," but in 
a rather more ad hoc manner, e.g., greater audit care would be 
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employed if the auditor knew management or key personnel to be in 
personal financial difficulty, prone to gambling, drink, etc.). 
However, at this stage of the development of these studies, 
questions of the predictive power of "red flags" (individually or in 
combination) and of the costs of obtaining suitable information have 
not been addressed in a way which enables immediately practical 
conclusions to be derived (e.g., if the managing director of a company 
is a compulsive heavy gambler, this behavior might be a good 
predictor of possible impropriety; however to ascertain, other than 
by hearsay and chance, details of the private life of the managing 
director is likely to necessitate the services of enquiry agents and to 
be extremely expensive). 
To illustrate this problem in the U.K. context, one of the most 
successful schemes of management fraud this century was that 
perpetrated by the chairman and secretary, Harold Jaggard, of the 
Grays Building Society (Accountancy, July 1979). Until his suicide at 
the age of 79, Jaggard had apparently systematically defrauded this 
relatively small "savings and loan" society for 50 years to the extent 
that at the time of his death there was a shortfall in the accounts of 
nearly £7 million (approximately 50 percent of total investors' funds). 
Although the exercise of proper auditing procedures would have 
uncovered the misappropriations of cash at a much earlier stage, it is 
not certain that the use of "red flags" with regard to the personal 
habits of Mr. Jaggard would have initially indicated the possibilities of 
fraud. The official enquiry (Davison and Stuart-Smith, 1979) con-
cluded that the majority of the cash (£2 million) taken was lost in 
unsuccessful gambling: "We believe it all went to his family in 
relatively small amounts, and to bookmakers in large sums of cash." 
However, to the auditors, Mr. Jaggard presented a rather colorless 
character, and it is highly unlikely that his lifelong habit of consuming 
a cheese roll and half a pint of light ale at lunchtime would have 
alerted any suspicions or waved any "red flags." 
Application of U.S. Research Findings to Specific 
U.K. Circumstances 
The second stage of U.K. research must be to complement that already 
carried out or in progress in the U.S. so as to take into account the various 
differences between the auditing environments outlined above and to explore 
how these affect the valid application of U.S. research findings to U.K. 
conditions. To take some examples: 
• Agency theory and the role of auditing: 
Historical studies of the development of voluntary and mandatory 
auditing would both usefully supplement the work carried out in the 
U.S. and also identify any factors peculiar to the U.K. The U.K. has 
had a longer experience with a compulsory audit requirement. Such a 
measure was first introduced in 1844, although it was withdrawn in 
1855 and not fully reintroduced until 1900. These studies might 
further investigate the role of "crises," e.g., nineteenth-century 
bank and insurance failures contributing to the perception of the need 
for government regulation (Tricker, 1982). 
Work of this nature might also consider the widespread use of 
"secret reserve" accounting in the U.K. in the 1920s—a phenome-
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non apparently not paralleled in the U.S. The approval by auditors of 
such practices appears at odds with their supposed role in ensuring 
that management does not bias and coarsen financial information and, 
perhaps, suggests that, at least at that time in the U.K., the auditor's 
behavioral impact on the honesty and propriety of management 
actions was seen to be of more importance than the information value 
of the signed accounts. 
More widely, examination of comparative sociological research 
into the development of the professions in the two countries may give 
further insights into differences in their role, social status, and 
attitudes to professional standards. 
• The impact of audit qualifications: 
Given the different results obtained by Firth in his study of the 
impact of audit qualifications on market prices as compared with the 
majority of results obtained from similar studies in the U.S. and 
Australia, further research work would be of benefit in determining 
whether this difference was caused by environmental differences or 
by reasons associated with the way in which the study was con-
ducted. U.K. auditors attach great importance to decisions as to 
whether or not to qualify a set of accounts, and it is possible, although 
a priori not very probable, that this preference reflects a greater 
economic importance of such decisions in the U.K. as exemplified by 
market reactions. 
• Duties in relation to fraud, bribery and client illegal acts: 
If I am correct in suggesting that the public at large, the investing 
public, and the courts in the U.K. take a less stringent view of the 
auditor's responsibility for the detection of management fraud and of 
the auditor's duty to uncover and draw attention to questionable 
payments, then auditing techniques and levels of auditing appropriate 
in the U.S. might be unsuitable in the U.K. Take for example the 
"red flag" indicators referred to above. Whereas in the U.S. it may 
in certain circumstances be considered cost effective for the auditors 
to employ private investigators to obtain information regarding the 
lifestyle and past history of key personnel, it is unlikely that this step 
would be considered necessary in the U.K. 
This area of auditors' duties and responsibilities is one of direct 
interest to practitioners, and the topic of bribery in particular is to be 
covered by the ICAEW as part of the "Programme for Research" 
outlined above. The APC, which sponsored Professor Flint's study 
on the question of fraud, is currently setting up a broad-based group 
including practitioners, academics, and lawyers to consider further 
the practical implications. 
• Costs and benefits of U.S.-developed auditing techniques: 
More generally, it is important that U.K. professional firms 
explore in detail possible differences in the structure of costs and 
benefits prior to the adoption of new audit procedures and techniques 
"imported" from the U.S. Advances in such areas as sampling 
techniques, analytical review, computer auditing and computer ap-
plications, and circularization of confirmation requests need to be 
critically reviewed in the context of (1) differing audit risks in the 
U.K. (e.g., in terms of potential liability and damages), (2) differing 
costs (e.g., it is probable that the relative cost of junior audit staff is 
much less in the U.K. than the U.S.), (3) differing time pressures 
147 
(e.g., U.K. companies may be prepared to accept a longer delay 
between the end of the reporting period and the publication of audited 
accounts), and (4) more limited availability of data which may restrict 
the application of multiple regression-based analytical review tech-
niques and similar procedures. 
• Intercountry conformity: 
Indeed, one important research topic in itself is that of determin-
ing just how important are these differences and of investigating to 
what level auditing practices can be and are being successfully 
harmonized on a worldwide basis. A study (similar to that of Cushing 
and Loebbecke comparing audit methodologies between firms) could 
usefully be carried out comparing auditing practice between various 
national offices of one firm. Such a study would be of particular 
interest and value to those firms which have recently introduced or 
are contemplating introducing "world" audit manuals and should 
offer great potential for collaborative projects between U.S. and 
U.K. researchers. 
Areas of Specific U.K. Interest 
For various historical, institutional, environmental, and other reasons, 
there are a number of auditing areas of particular interest to the U.K., and it is 
here that there is special scope for the U.K. to take initiative in the 
identification of research topics and carrying out such research. 
• The audit of small businesses: 
Every U.K. company registered with limited liability requires 
annual external audit (unless dormant). Page (1981b) suggests that 
there are approximately 300,000 active small business entities 
requiring external audit. Recently much debate has been occasioned 
within the U.K. profession concerning the wisdom of such an all-
embracing audit requirement (APC, 1979), a requirement which 
contrasts with that in the U.S. where only listed companies are 
normally compelled to have an external audit. There is scope for 
research, sponsored either by the profession or perhaps by the 
collective organizations representing business interests (e.g., the 
CBI and the Institute of Directors), to identify the particular needs of 
small businesses and of their shareholders, creditors, and other 
interested parties in terms of audited financial information and of 
whether a "review" function might satisfy these needs more 
appropriately than a full audit. 
Such studies might also explore in the small business context the 
relationship between the external audit function and the auditor's role 
in the provision of management advice, assistance with the raising of 
finance, the provision of taxation advice, and accounting services. In 
essence, then, studies of this kind would follow forward on the work 
begun by Page (1981a, 1981b). 
The questions of how best to cater to the needs of small business 
and how to overcome the particular problems associated with the 
audit of small businesses (for example, reduced levels of internal 
control/segregation of duties and excessive reliance on management 
representations) are not, of course, specific to U.K. (the AICPA has 
recently published a research monograph on the problems encoun-
tered in such engagements [Raiborn, 1982]); however, the nature of 
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the general U.K. audit requirement makes these matters of particu-
larly pressing interest to U.K. researchers and professional firms. 
• Association with forecast information: 
This is an area of special interest to the U.K. profession, as 
reports on profit forecasts made in takeover situations are already 
required. While the formal report is currently limited to attesting that 
the forecast calculations have been prepared in accordance with 
reasonable and consistently applied accounting policies, in practice 
the auditor will devote much time and effort to ensuring that all the 
assumptions on which the forecast is based are reasonable. Now that 
the SEC and the AICPA (1982) have relaxed their earlier restrictions 
and some research has begun in the U.S. (e.g. Danos & Imhoff, 
1982a, 1982b, 1983), research into the U.K. experience should be of 
particular interest. 
• Public sector auditing/"Value for Money" auditing: 
U.K. auditing firms have, in recent years, become increasingly 
involved in the work of auditing local government and public utilities 
(such as the water boards) as an addition to their more traditional role 
in the audit of nationalized industries and public corporations. Audits 
of this nature, particularly those of the local authorities, contain 
aspects of efficiency and value for money auditing in addition to the 
requirements of a normal financial audit. Consequently, there is an 
incentive for the development of research studies in this area so as to 
extend the work already carried out by Glynn, Tomkins, and others 
(see Appendix 1). 
There has been U.S. research work on these topics, e.g., 
Robertson & Clarke (1971); Smith, Lanier & Taylor (1972); Nor-
gaard (1972); Uecker (1977); Churchill et al. (1978); Charnes & 
Cooper (1980); however, it is probably fair to say that the issues 
have not received the prominence in terms of academic attention and 
publication in the major journals that other auditing issues have. This 
may be a reflection of a lack of interest in these matters among the 
U.S. professional firms, which has carried through to the teaching 
curricula for university and professional examinations. As an illustra-
tion, one might contrast the contents of two recent auditing text-
books. In the U.S., Auditing: An Integrated Approach (Arens and 
Loebbecke, 1980) contains 22 chapters, none of which consider in 
detail the particular needs of public sector auditing, whereas, in the 
U.K., Auditing and Accountability (Sherer and Kent, 1983) contains 
15 (rather more brief) chapters, no less than seven of which 
exclusively address topics concerning a wider role for auditing and 
public sector auditing. Too much should not be read into this 
comparison in that Sherer and Kent (aimed at university courses) is 
not fully representative of the average U.K. textbook aimed at 
professional courses. Books such as Woolf [1982], Pratt [1983], etc. 
are predominantly system and technique oriented within the context 
of auditing private sector clients. However, the contention that U.S. 
research work has concentrated on areas other than those related to 
public sector auditing would appear to be borne out by Richard 
Brown's words at the last University of Kansas auditing symposium 
(1982): 
"I detect a great lack of interest at our univer-
sities in addressing these kinds of issues in govern-
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mental accounting and auditing. . . . The business 
schools seem to have a preoccupation with public 
accounting and with financial auditing, and do little or 
nothing for the rest of us in accounting and auditing. 
. . . Courses in performance and operational auditing 
are lacking. A little attention may be given to man-
agement or operational auditing, but there is almost 
no coverage of program results or of effectiveness 
auditing. . . . Indeed, the whole development of 
performance auditing and evaluation in government 
has been far more a spontaneous groundswell on the 
part of policy makers than it has been a result of 
academic attention." 
• Reporting on current cost and inflation adjusted accounts: 
In the U.K. , the professional firms report on those accounts prepared in 
accordance with Statement of Standard Accounting Practice 16 which 
requires companies of a certain size to prepare adjusted accounts reflecting 
the effects of certain aspects of changes in the level of prices on their 
business. Unlike the situation in the U.S., these inflation-adjusted accounts 
may, at the client's discretion, be the only accounts produced, in which case 
the auditor has to determine whether they show a "true and fair view." In 
consequence, the U.K. professional firms have a direct interest in the 
problems of auditing inflation-adjusted accounts, e.g., the use of appropriate 
indices to obtain realistic current asset values and depreciation charges. 
Research into their experiences in this field and in the more general 
problems of this kind of attestation would add another perspective both to 
the "inflation accounting" debate and to questions as to further extensions 
of the auditor's attest function. 
Summary and Conclusions 
The U.K. has been an "underdeveloped area" in auditing research by 
comparison with the U.S. While a number of factors have contributed to the 
relative lack of interest both from academic researchers and from practicing 
firms and professional bodies, in the last few years a change of attitude has 
been observed, and interest is increasing. 
It is pertinent to consider the similarities and differences between the 
auditing environments in the two countries to assess the applicability of U.S. 
research to the U.K. My impression is that there are differences both in the 
general legal and regulatory framework within which auditing is practiced and 
also in the specific details of cost structures, data availability, and scope of 
work which need to be taken into account. This question itself deserves 
systematic research. For example, the evidence on the stock-market impact of 
audit qualifications in the two countries needs further investigation as does the 
situation in each country as regards auditors' liability. 
U.K. auditing research is, therefore, likely to develop on three main fronts. 
Initially, a need exists to distill the essence of the U.S. research achievements 
and to communicate these to U.K. researchers, practitioners, and professional 
bodies. This is the objective of my current survey for the ICAEW. It will also 
point up certain areas where further research in the U.S. is needed. 
The second stage is to complement the U.S. research by exploring what 
modifications of its results and implications are needed in the U.K. context, 
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e.g., in understanding the history of the development of auditing and the 
theoretical basis of its role in society; in allowing for different cost structures 
facing audit firms; and in adapting techniques for the differences in the nature of 
the work to be performed and of the evidence available. There is considerable 
potential here for collaborative research between U.K. and U.S. researchers in 
appraising the effectiveness of transatlantic harmonization of procedures and 
standards. 
Finally, U.K. research may be expected to explore areas where U.K. 
auditing experience has differed from that in the U.S., e.g., in regard to the 
public sector, small companies, forecasts, and current cost accounting. 
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Appendix 1 
Survey of Current U.K. Academic Research into Auditing 
This appendix reports the results of a survey of auditing research interests in 57 U.K. academic 
institutions. The initial survey was carried out in 1981, the institutions surveyed being those listed 
in the AUTA (Association of University Teachers in Accounting) Directory in 1979 or 1980. 
Consequently, the majority were universities although a number of the larger polytechnics were 
also represented. Fifty-five responses were obtained from the initial survey. Follow-up procedures 
based on the initial results and the AUTA directory for 1982 were carried out in 1984. (In 1984 the 
name of the AUTA was changed to the "British Accounting Association" ["BAA"].) 
UCW Aberystwyth: Currently carrying out a survey of audit research on behalf of the 
ICAEW (D. Gwilliam and R. Macve). Interest and publications in the field of audit failures as 
revealed by Department of Trade investigations (R. Macve). Research into the history of public 
sector auditing and a comparison of U.S. and U.K. models (G. Williams). 
UCNW Bangor: Current project on audit committees covering U.S. and Canadian experience 
and a detailed survey of practice in the U.K. (C. Brown). 
Bath: Interest and publications in the fields of value for money auditing in the public sector and 
of public sector auditing in general (C. Tomkins and I. Colville). Completed M.Sc. thesis 
"Comparative Study of Audit Methods and Procedures" (B. Emerton) and current research 
project entitled "An International Comparison of State Audit Office Attitudes, Values and 
Cultures" (P. Keemer). 
Birmingham Polytechnic: Interest and publications in the field of management audit (J. 
Santocki). 
Buckingham: Research into the historical development of auditing and audit reports (J. 
Mason). 
UC Cardiff: Interest and publications in the field of current developments in audit techniques 
and audit reporting (R. Chandler). 
City University Business School: CUBS has an "audit unit" consisting of A. Chambers, G. 
Selim, and G. Vintner. The unit is primarily concerned with internal auditing; however, there is 
also interest and recent publications in the fields of the audit of management information systems 
(A. Chambers and G. Selim) and public sector efficiency audit techniques (G. Vintner). Research 
and publications in the field of auditor's "going concern qualifications" (R. Taffler). Postgraduate 
research work includes the topics of systems audit and operational audit. 
Durham: Research in collaboration with Spicer and Pegler on the application of Bayesian 
methods in audit sampling (L. Skerratt); also research into the role of analytical review. 
East Anglia: Completed ICAEW project on the impact of microprocessors on small and 
medium sized practices (K. Bhaskar and B. Williams). Interest in a number of ideas concerned with 
auditing EDP systems, e.g., the audit of data base accounting systems. 
Edinburgh: Completd Ph.D. "An Identification, Evaluation and Development of the The-
oretical Framework of U.K. Company Audit Practices" (R. Ferrier). Ph.D. in progress (J. Innes) 
entitled "External Management Auditing." Research on the effect of external management audit 
on bankers' lending decisions. Research report on "Materiality in Accounting and Auditing" 
completed for APC (T. Lee). 
Exeter: Project completed on "Value for Money" auditing (J. Glynn). 
Glasgow: Survey on auditor responsibility with regard to the detection of fraud and 
irregularities completed on behalf of the APC (D. Flint). Research interest and publications in the 
fields of "value for money" audit, public sector auditing, peer review, auditing standards, audit 
committees, auditing theory and the significance of the "true and fair view," and social and ethical 
issues in auditing (D. Flint). Research interest and publications in the fields of auditing current cost 
accounts, audit committees, international auditing standards, and audit reporting (J. Shaw). 
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Heriot Watt: Completed project entitled "Audit Quality and Value for Money: Perceptions of 
Company Financial Management" (N. Lothian, 1983). 
Kent: Ph.D. completed entitled "Accountability and Audit in the Saudi Arabian Government" 
(B. Quota, 1977). Completed empirical research project investigating current practices in private 
sector management audits and consideration of future developments (P. Boys). 
Lancaster: Completed ROA project relating to international auditing standards (E. Stamp, in 
collaboration with M. Moonitz [Berkeley]). Recent paper on U.K. auditing research and publication 
on the levels of assurance issue (A. Steele). "Accountants' Professional Negligence" (J. Pockson) 
Macmillan, 1982. 
Liverpool Polytechnic: Research into "Public Sector: Systems Audit" (K. Wade; Wade has 
recently taken an appointment with the CIPFA). 
Liverpool: Interest and publication in the field of the market for audit services (R. Morris). 
Manchester: Research into the structure of the U.K. auditing profession (S. Turley and P. 
Moizer). Research (sponsored by the ICMA) on the quality of audits of small companies (S. 
Turley). Research on the use of procedures for establishing the extent of reliance to be placed on 
the work of other auditors (S. Turley, P. Moizer, and D. Walker [seconded from PMM & Co.]). 
M.Sc. research into materiality for audit purposes (K. Robson). 
Middlesex Polytechnic: Coauthorship of a recent paper analyzing audit fees on an 
international basis (P. Walton). 
Oxford Centre for Management Studies: Research interest and publications in the field of 
computer auditing (M. Earl and A. McCosh). 
Oxford Polytechnic: Research interest and publications in the field of computer auditing, 
particularly as applicable to local government (G. Holmberg). 
Sheffield: Research interest in the field of computer auditing (E. Lowe). 
Southampton: Research interest and publications in the field of auditing small companies (M. 
Page; Page is currently on secondment to the ICAEW). 
Strathclyde: Conference May 1984 entitled "Accountants' Professional Liability" (organized 
by C. Nobes and E . Minnis). 
Further information may be obtained either through: 
David Gwilliam 
The Department of Accounting, 
The University College of Wales, Aberystwyth SY23 3DB, Wales, U.K. 
or directly from the individuals and institutions concerned. 
Appendix 2 
Recent Auditing Articles in U.K. Research Journals 
Accounting & Business Research 
Issue Authors 
Winter 1970 Peter Bird 
























M . Knoll 
G.W. Beck 
Title 
The Scope of Company Audit. 
The Role of the Auditor in Modern Society: 
An Exploratory Essay. 
The Role of the Auditor in 
Modern Society. 
Auditing Standards. 
Linking Internal Control and Substantive 
Tests: A Note. 
Conceptual Framework for Computer Audits. 
Auditor's Report—Society's 
Expectations and Realities. 
Meaning and Scope of Management Audit. 
A Study of the Effect of 
Qualified Auditors' Opinions 
on Bankers' Lending Decisions. 
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Accounting & Business Research (continued) 
Issue Authors 
Spring 1978 G.D. Pound 
(Australia) 
Spring 1979 David Hatherly 
Spring 1979 Ralph Estes & 
Marvin Reimer 
(U.S.) 
Autumn 1979 C. Wayne Alderman 
(U.S.) 
Summer 1980 G.D. Pound & 
J.K. Courtis 
(Australia) 
Summer 1981 Michael Firth 
Summer 1981 Frank Milne & 
Ron Weber 
(Australia) 
Winter 1981 Edward Blocher 
(U.S.) 
Winter 1981 John Y. Lee 
(U.S.) 
Winter 1981 Martin E . Taylor 
& Robert L. Baker 
(U.S.) 
Spring 1982 David Hatherly 
Autumn 1982 Alan G. Davison 
(Australia) 
Winter 1982 J.W. Martin & 
Gary J. Previts 
(U.S.) 
Autumn 1983 C.E. Arlington 
W.A. Hillison & 
P.F. Williams 
(U.S.) 
Winter 1983 Keith Houghton 
(Australia) 
Accounting, Organizations and Society 
1976- No. 4 







K.A. Wilcox & 
C. H. Smith 
(U.S.) 
J.G. Rhode 
J.E. Sorensen & 





A Review of EDP Auditing. 
Segmentation and the Audit Process. 
An Experimental Study of the Differential 
Effect of Standard and Qualified Auditors' 
Opinions on Investors' Price Decisions. 
An Empirical Analysis of the Impact 
of Uncertainty Qualifications on the Market 
Risk Components. 
The Auditor's Liability: A Myth. 
Auditor-Client Relationships and Their Impact 
on Bankers' Perceived Lending Decisions. 
Regulation and the Auditing Profession in the 
U.S.A.: The Metcalf Sub-committee's 
Recommendations Re-examined. 
Assessment of Prior Distributions: 
The Effect on Required Sample Size in 
Bayesian Audit Sampling. 
A New Approach to the Levels of 
Assurance Issue in Auditing. 
An Analysis of the External 
Audit Fee. 
Accounting and Auditing Standards: 
Why They Are Inconsistent. 
Auditors' Liability to Third Parties for 
Negligence. 
The Risk Preference Profiles of Practising 
CPAs: Some Tentative Results. 
The Psychology of Expectation Gaps: 
Why is There So Much Dispute About 
Auditor Responsibility? 
Audit Reports: Their Impact on the Loan 
Decision Process and Outcome. An 
Experiment. 
The Social Audit: A Political View. 
An Enquiry into the Need for Currently 
Feasible Extensions of the Attest Function in 
Corporate Annual Reports. 
Role Discrepancies and the Auditor-
Client Relationship. 
Sources of Professional Turnover 
in Public Accounting Firms Revealed 
by the Exit Interview. 
Some Effects of the Perceived 







1979- No. 4 
1980- No. 1 
1980-No. 2 
1980- No. 3 
1981- No. 2 
1981-No. 4 
1981- No. 4 




1982- No. 4 
1983- No. 1 
Organizations and Society (continued) 
Author Title 
W.C. Uecker & 








A. Charnes & 
W.W. Cooper 
(U.S.) 
R.L. Benke Jr 
& J.G. Rhode 
(U.S.) 
L.J. Brooks Jr. 
(Canada) 













J. L. Krogstad 





R. Lachman & 
J. Amernic 
(Canada) 
H.J. Dyhxhoorn & 
K . E . Sinning 
(U.S.) 
J. Pratt & 
J. Jiambalvo 
(U.S.) 
K. Ferris & 
D. Larcker 
(U.S.) 
Judgemental Evaluation of Sample 
Results: A Study of the Type and 
Severity of Errors made by Practising CPAs. 
A Goal Programming Model for Human 
Resource Accounting in a CPA Firm. 
Sources of Professional Staff Turnover 
in Public Accounting Firms—Some 
Further Evidence. 
Consensus Views and Judgement Models in 
Materiality Decisions. 
Auditing and Accounting for Program 
Efficiency and Management Efficiency 
in Not-for-Profit Entities. 
The Job Satisfaction of Higher 
Level Employees in Large Certified 
Public Accounting Firms. 
An Attitude Survey Approach to the 
Social Audit: The Southam Press Experience. 
Relationships Between Leader Behavior 
and Audit Team Performance. 
An Examination of Professional 
Commitment in Public Accounting. 
Organizational Commitment and Perfor-
mance in a Professional Accounting Firm 
Perceived Environmental 
Uncertainty, Organizational Adaptation and 
Employee Performance: A Longitudinal Study 
in Professional Accounting Firms. 
Auditors' Prior Probability Distributions 
for Account Balances. 
Accountants' Job Satisfaction: 
A Path Analysis. 
Perceptions of Auditor 
Independence: Its Perceived Effect 
on the Loan and Investment Decisions of 
German Financial Statement Users. 
Determinants of Leader Behavior 
in an Audit Environment. 
Explanatory Variables of 
Auditor Performance in a 
Large Public Accounting Firm. 
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An Evaluation of Performance Decisions 
in CPA Firm Sub-units. 
Performance Evaluation and Review 
Meeting Characteristics in Public Accounting 
Firms. 
(The country identification relates to the apparent nationality of the author. Where there is no 
identification, the author is of U.K. origin.) 
Appendix 3 
U.K. Institutions referred to by abbreviations 
ASC The Accounting Standards Committee of the CCAB (formerly the Accounting 
Standards Steering Committee [ASSC]). Responsible for the development of ac-
counting standards ("Statements of Standard Accounting Practice" [SSAPs]) in 
Great Britain and Ireland. 
APC The Auditing Practices Committee of the CCAB. Responsible for the development of 
auditing standards in Great Britain and Ireland. 
CBI The Confederation of British Industry. An association representing employers. 
CCAB The Consultative Committee of Accountancy Bodies. Represents the professional 
accountancy bodies in Great Britain and Ireland, including the ICAEW. 
CIPFA The Chartered Institute of Public Finance and Accountancy. The professional body 
whose members are mainly employed in the public sector. 
ESRC The Economic and Social Research Council (formerly the Social Science Research 
Council [SSRC]). One of the government funded research councils which supports 
academic research on specific projects in the social sciences (including accounting). 
The government's "block grants" to individual universities are intended to finance 
teaching and the general research base. 
ICAEW The Institute of Chartered Accountants in England and Wales. The largest of the 
professional bodies whose members are authorized to carry out audits under the 
U.K. Companies Acts. 
ICMA The Institute of Cost and Management Accountants. The professional body whose 
members are employed mainly in industry. 
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